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1. BEGIN SUMMARY. THE POST FEELS THERE EXISTS A SUBSTANTIAL 
POSSIBILITY THAT FUTURE POLITICAL AND ECONOMIC EVENTS HERE WILL 
PREVENT THE BUYER (META) AND GUARANTORS (CASA AMERICANA, MOTORES 
DE ANGOLA, BANCO DE ANGOLA) FROM FULFILLING THEIR OBLIGATIONS. 

THE POST SUGGESTS THAT THE FIAT-ALLIS-META APPLICATION BE 
ACCEPTED BUT A DECISION DELAYED UNTIL THE GOVERNMENT PROMULGATES 
A NEW INVESTMENT CODE AND BUSINESS GUIDELINES, PERHAPS LATER IN 
MARCH. END SUMMARY. 

2. THERE ARE A NUMBER OF PROBLEMS WITH THE PROPOSED SALE. THE FIRST 
IS META HAS TOLD US THEY PLAN TO SHIFT THEIR PREVIOUS PATTERN OF 
FIAT-ALLIS BUYING AWAY FROM HEAVY CONSTRUCTION EQUIPMENT TOWARD 
AGRICULTURAL MACHINERY, A DECISION THAT APPEARS TO BE AN ILL-CON 
SIDERED SALES STRATEGY AT PRESENT. WHILE THE FUTURE PROFITABILITY 
OF CONSTRUCTION CONTRACTORS AND THEIR SUPPLIERS IS FAR FROM CLEAR, 

IT IS WIDELY ASSUMED THAT THE TRANSITIONAL AND POST-INDEPENDENCE 
GOVERNMENTS WILL EMPHASIZE PUBLIC WORKS AND THEREBY GENERATE HEAVY 
EQUIPMENT SALES. BY CONTRAST THE OUTLOOK FOR AGRICULTURAL EQUIPMENT 
SALES IS CONSIDERABLY MORE UNCERTAIN SINCE MECHANIZED FARMS VIRTUALLY 
ARE ALL WHITE-OWNED. AGRICULTURAL EQUIPMENT SALES ARE RELIABLY 
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SECONDLY, LIKE THE REST OF THE PRIVATE SECTOR META AND ITS 
GUARANTORS ARE BEING AFFECTED BY ANGOLA'S RECESSION. 

3. IN ADDITION TO ANGOLA'S PRESENT ECONOMIC SLIDE, UNCERTAINTY ON 
THE PART OF ANGOLA'S WHITES AND SERIOUS PORT CONGESTION AT LUANDA 
AND LOBITO RESULTING IN HEAVY FREIGHT SURCHARGES HAVE CONTRIBUTED 
TO A RAPID WORSENING OF ANGOLA'S BALANCE OF PAYMENTS. THE PRESENT 
LEVEL OF RESERVES IS NOT KNOWN, BUT IT IS CERTAIN THAT DOMESTIC 
ECONOMIC PROBLEMS AND THE NATURAL DESIRES OF THE TRANSITIONAL AND 
POST-INDEPENDENCE GOVERNMENTS TO MOUNT AMBITIOUS GOVERNMENT 
SPENDING PROGRAMS AS FAST AS POSSIBLE WILL COMBINE TO PUT SEVERE 
PRESSURE ON THEM. THEREFORE, IN SPITE OF A BANK OF ANGOLA 
GUARANTEE, REPAYMENT OF THE META LOAN IS LIKELY NOT TO HAVE A 
SUFFICIENTLY HIGH FOREIGN EXCHANGE PRIORITY IN A FUTURE TIME 
PERIOD CHARACTERIZED BY ACUTE BALANCE OF PAYMENTS PROBLEMS. THE 
FINAL ECONOMIC PROBLEM IS THE STATUS OF THE BANK OF ANGOLA ITSELF, 
NOW STILL MORE A PORTUGUESE FINANCIAL ENTITY THAN AN ANGOLAN ONE. 
CONFLICT BETWEEN PORTUGAL AND ANGOLA OVER DIVISION OF THE BANK'S 
ASSETS MAY INVOLVE ITS GUARANTEES IN LITIGATION AND POLITICAL 
DISPUTE MAKING THEM UNENFORCEABLE. 

4. BEYOND THE ECONOMIC CONSIDERATIONS AGAINST IMMEDIATE APPROVAL 
THERE IS ALSO THE POLITICAL PROBLEM CENTERING AROUND THE FUTURE ROLE 
PERMITTED WHITE-OWNED BUSINESSES LIKE META. THE ATTITUDE OF THE 
GOVERNMENT ON THIS ASPECT WILL BECOME CLEARER AFTER THE INVESTMENT 
CODE IS PROMULGATED, PERHAPS LATER THIS MONTH. 

5. THE POST BELIEVES THAT FOR THE PRESENT EX-IM FINANCING AND 
CREDIT INSURANCE SHOULD ONLY BE EXTENDED FOR SALES TO THE ANGOLAN 
GOVERNMENT OR. POSSIBILY, TO A DIRECT SUPPLIER OF THE GOVERN- 
MENT. THIS ACTS TO INSURE THAT THE GOVERNMENT IS AWARE OF THE 
TRANSACTION AND CONSIDERS THE ITEMS TO BE BOUGHT OF SUFFICIENTLY 
HIGH PRIORITY TO CARRY A COMMITTMENT TO RELEASE THE EXCHANGE 
NECESSARY FOR PAYBACK. UNFORTUNATELY, THE ALLIS-FIAT SALE IS NOT 

TO THE GOVERNMENT OR A DIRECT GOVERNMENT SUPPLIER AND FOR NOW WE 
MUST RECOMMEND A DELAY IN APPROVING THE APPLICATION. AS SOON AS 
THE INVESTMENT CODE IS PUBLISHED WE WILL PROVIDE A NEW ASSESSMENT 
AND RECOMMENDATION. 
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